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Discrimination for Balance of Payments Reasons 


Since the recent Annual Meeting of the Board of 
Governors of the International Monetary Fund, when 
the elimination of discrimination in international trade 
and payments was discussed extensively, the Executive 
Directors of the Fund have further considered this sub- 
ject; on October 25, they announced the unanimous 
adoption of the following decision, which has been 
communicated to the members of the Fund and to the 
Contracting Parties to the General Agreement on 
Tariffs and Trade, now meeting in Tokyo. 

“The following decision deals exclusively with dis- 
criminatory restrictions imposed for balance of pay- 
ments reasons. 

“In some countries, considerable progress has al- 
ready been made toward the elimination of discrimina- 
tory restrictions; in others, much remains to be done. 
Recent international financial developments have estab- 
lished an environment favorable to the elimination of 
discrimination for balance of payments reasons. There 
has been a substantial improvement in the reserve posi- 
tions of the industrial countries in particular, and wide- 
spread moves to external convertibility have taken 
place. 

“Under these circumstances, the Fund considers 
that there is no longer any balance of payments justi- 


fication for discrimination by members whose current 
receipts are largely in externally convertible currencies. 
However, the Fund recognizes that, where such dis- 
criminatory restrictions have been long maintained, a 
reasonable amount of time may be needed fully to elim- 
inate them. But this time should be short, and members 
will be expected to proceed with all feasible speed in 
eliminating discrimination against member countries, 
including that arising from bilateralism. 

“Notwithstanding the extensive moves toward con- 
vertibility, a substantial portion of the current receipts 
of some countries is still subject to limitations on con- 
vertibility, particularly in payments relations with state- 
trading countries. In the case of these countries, the 
Fund will be prepared to consider whether balance of 
payments considerations would justify the maintenance 
of some degree of discrimination, although not as 
between countries having externally convertible cur- 
rencies. In this connection, the Fund wishes to reaffirm 
its basic policy on bilateralism as stated in its decision 
of June 22, 1955.” 


Source: International Monetary Fund, Press Release, 
Washington, D.C., October 25, 1959. 


Colombia’s Exchange Policy 


The Government of Colombia has entered into a 
one-year $41.25 million stand-by arrangement with the 
International Monetary Fund. This arrangement is 
intended to provide general balance of payments support 
for the Colombian peso and to assure the maintenance 
of an orderly exchange market within the framework 
of Colombia’s existing exchange system. 

Colombia’s need for balance of payments assistance 
arises primarily from the decline in coffee prices and 
the heavy burden imposed on the balance of payments 
by amortization of debts incurred in connection with 
former import arrears. The Government is carrying out 
a stabilization program based on policies of fiscal and 
credit restraint. 

On October 13, prior to the stand-by arrangement 
with the Fund, Mr. Fernando Agudelo Villa, the Min- 
ister of Finance, said that the prerequisites for establish- 
ing a more balanced exchange system and unifying the 
official and free exchange markets in Colombia are a 
cessation of civil and political strife, a significant 


repatriation of capital, and a further narrowing of the 
gap between the official and free market rates of 
exchange. He recalled that none of the authors of the 
exchange law of January 16, 1959 maintained that the 
system of two markets was the best for the country; 
he said that he knew of no Colombian economist who 
would support this view. The exchange system in force 
since 1957 has indeed been the most appropriate, for 
Colombia has been in a period of transitional readjust- 
ment. But nobody has dismissed the possibility that 
within a short period the country may achieve exchange 
unification. For 15 or 20 years, it had a unified 
exchange rate, and the economy was well oriented and 
speculation was avoided. The Minister believes that 
Colombia is on its way toward achieving a unification 
of its exchange rates, and he recalled that IMF policy 
favors the unification of the exchange rates of its mem- 
bers. In view of the serious situation of the Colombian 
economy, the Fund has accepted the present system as 
temporary, but has requested the Colombian authori- 
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ties to watch carefully the movements in the exchange 
markets. 

The Minister said that he recognized that the recent 
appreciation of the free market rate of exchange might 
adversely affect the volume of Colombia’s “minor” 
exports. During the past 6 or 8 years, the Government 
has tried to encourage the flow of these exports through 
exchange subsidies but, unfortunately, without any 
effect that could be observed in the statistical record. 
The policy of promoting minor exports has resulted 
only in a multiplicity of exchange rates, and Colombia 
has been in a cycle of depreciations and devaluations 
arising from artificial rates. The Minister said that he 
is not opposed to promoting minor exports, but he 
insisted that the 10-year experience with exchange rate 
subsidies has not produced results. Colombians should 
not object to the strengthening of the free market rate 
of exchange (see this News Survey, Vol. XII, p. 102) 
merely because it might injure the interests of three or 
four export sectors; in fact, such a strengthening may 
have many favorable results, leading to a repatriation 
of Colombian capital and to a reduction in coffee smug- 
gling. The Minister does not believe that the solution 
to Colombia’s balance of payments problems lies in the 
promotion of a few minor exports, for he sees no possi- 
bility of their replacing coffee as a source of foreign 
exchange. He also drew attention to the importance of 
import substitution, a policy which should, however, 
not be regarded as an alternative to export promotion. 
In 1958, Colombia produced import-substituting com- 
modities with a value totaling US$40 million. Iron and 


Export-Import Bank Credits 

The Export-Import Bank of Washington has an- 
nounced the following credits in the past few months. 

A five-year credit of $3.7 million to assist in financing 
the dollar costs of constructing a grain storage ware- 
house in Mexico was announced on August 9; and a 
ten-year credit of $20 million to finance purchases of 
U.S. equipment, materials, and services for the rehabili- 
tation program of the National Railways of Mexico was 
announced on September 22. 

A credit of $6 million to assist a private French 
airline in financing the purchase of two aircraft was 
announced on August 17. The credit will be repayable 
over seven years commencing with delivery of each 
airplane. The French-American Banking Corporation 
of New York City is participating in the early maturi- 
ties of the credit, without the Bank’s guarantee. 

A $12 million credit to finance the purchase of elec- 
tric locomotives in the United States by the Govern- 
ment of the United Arab Republic was announced on 
August 22. The credit will be repaid over five years 
commencing in November 1960. 


steel products, valued at US$200 million per annum, 
are presently being imported, so that with the develop- 
ment of the Paz del Rio steel mill, there is large scope 
for import substitution in this field. In addition, within 
a future regional common market or Latin American 
common market, Colombia may find export markets 
in neighboring countries, if these countries do not dupli- 
cate their development efforts by creating competing 
parallel industries. 

The Minister stated that, if Colombia is to have a 
well-founded development and is to avoid balance of 
payments disequilibrium, it is necessary to hold in 
check the expansion of the money supply. During the 
first seven months of 1959, the money supply expanded 
by 8 per cent. He questioned whether it was prudent 
to monetize the economy at this rate and pointed out 
the unfavorable results of large increases in previous 
years. A check on the expansion of the money supply 
would not, however, mean a serious restriction of agri- 
cultural credit. The Bank of the Republic had financed 
Col$75 million of cotton during the recent three-month 
period. The excess reserves of the commercial banks 
have amounted to about Col$80-90 million, and the 
banks have been authorized to invest these reserves in 
“warehouse loans,” to finance agricultural crops. Cot- 
ton and barley are now being financed through this 
mechanism, while tobacco and the majority of agricul- 
tural commodities will be so financed in the future. 
Sources: El Tiempo, Bogota, Colombia, October 14, 

1959; International Monetary Fund, Press 
Release, Washington, D.C., October 22, 1959. 


Announcement was made on October 2 that a credit 
of $650,000 had been granted to Firestone Hispania, 
S.A., in Spain. Two U.S. commercial banks are partici- 
pating in the loan, which is repayable over five years 
beginning in 1961. 

A credit of $16 million to assist South African Air- 
ways in financing the purchase of aircraft in the United 
States was announced on October 7. Eight U.S. com- 
mercial banks are participating in the credit to the extent 
of $5 million. The credit will be repayable over seven 
years commencing in 1961. 

On August 17, it was announced that the Commis- 
sion of the European Atomic Energy Community and 
the Export-Import Bank had signed agreements imple- 
menting the Bank’s $135 million line of credit to assist 
in financing the construction of nuclear power plants to 
be built under the joint U.S.-Euratom program in the 
community countries. The total cost of the plants is 
estimated at $350 million; the amount required in 
addition to the Bank loan will be raised from European 
sources. The Bank credit will be repayable over 20 
years. The interest will be 44% per cent per annum, 
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which is below the Bank’s normal rate for development 
loans but has been established, with the concurrence of 
the U.S. National Advisory Council on International 
Monetary and Financial Problems, in order to facilitate 
the peaceful use of atomic energy. 

Credits in local currencies were authorized in July 
to assist private firms in six countries in the expansion 
and development of their businesses: F 200 million 
(US$492,500) in France; Dr 15 million ($500,000) 
in Greece; 1£720,000 ($400,320) in Israel; Lit 62.5 
million ($100,000) in Italy; 100 million hwan 
($200,000) in Korea; and P 500,000 ($250,000) in 
the Philippines. With these credits included, a total 
equivalent to $35.1 million in foreign currency credits 
had been authorized by the Bank as of July 31. Up to 
25 per cent of the local currencies received from the 
sale of U.S. surplus agricultural commodities under 
P.L. 480 may be made available to the Export-Import 
Bank for lending purposes in other countries. 

Sources: The Export-Import Bank of Washington, 
Press Releases, Washington, D.C., August 9, 
12, 17, and 22, September 22, and October 2 
and 7, 1959. 


Europe 


U.K. Foreign Travel Allowance 


The U.K. Treasury has announced that, after Octo- 
ber 31, any person wishing foreign currency for travel 
abroad will be automatically allowed up to £250 worth 
a year by his own bank or by an authorized travel 
agency. If an additional amount is required, it will be 
authorized by the Bank of England on application by 
the traveler’s bank. This arrangement, according to 
the Treasury, is necessary, not in order to limit the 
amount granted for travel, but as a protection against 
the unauthorized export of capital. Special allowances 
have been granted in the past for health, business, and 
educational purposes, and they will continue to be 
granted by the applicant’s own bank as before, without 
reference to the Bank of England. If these special 
arrangements had been withdrawn, frequent reference 
to the Bank of England might have been necessary. In 
the light of these arrangements, the supplementary allow- 
ances for travelers who take cars, yachts, and motor- 
cycles abroad, or for those who hire them abroad, will 
no longer be necessary. Similarly, supplementary allow- 
ances for weddings, funerals, sporting events, etc., 
abroad will also be discontinued. 

Source: The Financial Times, London, England, Octo- 
ber 20, 1959. 


Economic Situation in Denmark 


New high records have been attained this year in 
practically all sectors of the Danish economy, except 
ocean shipping, which continues to suffer from the 
depressed freight market. Industrial production, which 
at the beginning of 1959 was 4 per cent higher than a 
year earlier, continued to increase; in May and June, 
it was 9-10 per cent above output in the corresponding 
months of 1958, and in the holiday months of July and 
August, 8 per cent higher than in July and August 
1958. There were increases in all industrial branches 
except woodworking and the transport equipment indus- 
tries, and the growth is expected to continue owing to 
rising domestic and foreign demand. 

Because of the prolonged drought, the grain and root 
crops in 1959 have been below normal. Output of 
animal products, however, has been some 4-5 per cent 
above that in 1958. In particular, production of butter 
has increased rapidly, in response to favorable price 
developments; in January 1959, output was still 8 per 
cent smaller than a year earlier, but toward the end of 
the summer it was 5-6 per cent above output in the 
summer of 1958. 

Building activity is reported to be about 20 per cent 
above that in 1958 (see this News Survey, Vol. XII, 
p. 127). Dwelling construction may decline in the 
near future, but investment plans indicate that indus- 
trial building may increase; the recent rise in interest 
rates is not expected to affect these plans appreciably. 

Full employment has prevailed during the summer 
months; at the same time, productivity has risen. In 
industry, employment increased 3 per cent less than 
production in the first eight months of 1959, while in 
agriculture an increase in total production coincided 
with a 2 per cent decline in labor. 

Average hourly earnings in the first quarter of 1959, 
the latest period for which data are available, were 7 
per cent higher than in January-March 1958. No gen- 
eral wage adjustments have taken place in the past few 
months, but, under conditions of full employment, the 
“wage drift” is assumed to have been considerable, 
especially in building and construction. Higher earn- 
ings have resulted in an increase in consumption; the 
value of retail trade in the first half of 1959 was about 
10 per cent higher than in the corresponding period of 
1958. The increase appears to have been especially 
marked for less essential goods, such as television sets 
and automobiles. In spite of the rapid rise in economic 
activity, both the wholesale price index and the retail 
price index remained practically unchanged during the 
first nine months of 1959. 

Danish exports continued to rise in January- 
August 1959, although at a lesser rate than in 1958. 
The 7 per cent increase (DKr 380 million) in their 
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value was due mainly to higher exports of animal 
products, chemicals, textiles, and, particularly, metal 
manufactures; shipments of machinery were reduced. 
Imports rose by not less than 16 per cent (DKr 935 
million), largely owing to increased purchases of agri- 
cultural raw materials, machinery, and metals. The 
trade deficit increased to DKr 945 million (US$137 
million), from DKr 390 million ($56 million) in 
January-August 1958; the deficit, however, was largely 
offset by the traditional surplus of services in the goods 
and services account of the balance of payments. 
Between the end of 1958 and the end of August 
1959, the gold and net foreign exchange holdings of 
the National Bank and the commercial banks increased 
by DKr 406 million, to DKr 1,566 million ($227 
million). In this period, the inflow of official long-term 
capital exceeded amortization payments. The major 
part of the capital inflow consisted of a DKr 131 million 
bond issue in the United States and a DKr 75 million 
government loan from Switzerland; repayments included 
a repurchase of DKr 117 million from the International 
Monetary Fund. In addition, it is believed that there 
was a substantial inflow of unidentified private short- 
term capital, mainly in the form of commercial credits 
granted to Danish importers. 
Sources: Finanstidende, October 9, 1959, and Statis- 
tiske Departement, Statistiske Efterretninger, 
No. 49, October 17, 1959, Copenhagen, 
Denmark. 


Long-Term Interest Rate in Sweden 


The Swedish Government bond issue in September 
(see this News Survey, Vol. XII, p. 98) was generally 
expected to lead to an increase in the lending rates of 
insurance companies and the mortgage banks espe- 
cially, as the new bonds were offered on terms that 
constitute an increase from 5 per cent to 5.26 per cent 
in the effective rate of interest. The Riksbank, however, 
requested the credit institutions to maintain their lend- 
ing rates unchanged. On September 22, the banks and 
the insurance companies decided to accede to this 
request; but the insurance companies declared their 
intention to follow closely developments on the long- 
term capital market in the near future. 

Source: Svenska Dagbladet, Stockholm, Sweden, Sep- 
tember 23, 1959. 


New Taxes in Sweden 

The Swedish Government has introduced bills in the 
Riksdag calling for a general 4 per cent sales tax and 
increases in the taxes ou gasoline, fuel oil, and coal and 
coke. It is estimated that the new taxes, to become 
effective January 1, 1960, will yield SKr 1,625 million 


(US$313 million). Of this amount, the Government 


proposes to use SKr 400 million to reduce the direct 
income tax and to give compensation to families with 
children and to old age pensioners. Estimates indicate 
that the sales tax may lead to a 3 per cent rise in 
consumer prices. In order to counteract price increases 
higher than those motivated by the tax, measures will 
be taken to strengthen price controls. 

In introducing the bills, the Minister of Finance 
stated that the deficit in the total budget is estimated 
at SKr 2,900 million for the current fiscal year, against 
SKr 1,400 million in 1958-59. 

A supplement to the sales tax bill contains an eco- 
nomic survey, which states that production in Sweden 
will be substantially higher than was estimated earlier. 
In the first half of 1959, total production was 2 per cent 
higher than in January-June 1958, and it is expected 
to be increased even more in the second half of the 
For 1960, production is expected to be some 
4 per cent higher than this year. 

The survey points out that total demand in 1959 
has already exceeded domestic production and that 
this excess has been covered by drawing on stocks. 
Unless measures are taken, the excess of demand may 
increase by roughly SKr 1.5 billion in 1960. 

Source: Svenska Dagbladet, Stockholm, Sweden, Octo- 
ber 22, 1959. 


Trade Between Finland and the U.5.5.R. 

Finland and the Soviet Union have signed a new 
agreement for the exchange of goods in the period 
1961-65; this is the third five-year agreement between 
the two countries. The new agreement does not differ 
essentially from the current agreement. The Soviet 
Union has agreed to continue to make an annual pay- 
ment in free currencies as before, i.e., 40 million rubles 
($10 million) a year. In drawing up the list of goods, 
increased flexibility has been aimed at, by leaving many 
specifications to be settled at the annual trade talks. 

Crude oil and oil products will represent about one 
quarter of Finland’s imports from the Soviet Union. 
Other products to be imported are various metals and 
metal products, grain, machines and equipment (includ- 
ing passenger cars), solid fuel, sugar, cotton, and ferti- 
lizers. An increase of about 10 per cent in imports 
from the U.S.S.R. is planned for the five-year period, 
and their total value, measured by present prices, is 
expected to be the equivalent of about US$750 million. 

During the five-year period, Finland will deliver a 
22,000-horsepower ice breaker, machines and equip- 
ment for pulp and paper factories, and equipment for 
other industries. The value of these products will 
amount to more than half of Finland’s total exports to 
the Soviet Union, and exports of forest products will 
account for about one third. The value of total exports 


year. 





INTERNATIONAL FINANCIAL NEws SuRVEY, October 30, 1959 


to the U.S.S.R. during the five-year period is estimated 
at $800 million. 


Source: Ministry for Foreign Affairs, Press Release, 
Helsinki, Finland, October 22, 1959. 


Increase in German Discount Rate 


On October 22, the Central Bank Council of the 
Deutsche Bundesbank, with the Minister for Economic 
Affairs and the Under-Secretary of Finance present, 
decided to increase the discount rate of the Bundes- 
bank from 3 per cent, the rate established in early 
September (see this News Survey, Vol. XII, p. 85), to 
4 per cent, effective October 23. At the same time, 
minimum reserve requirements were increased by an 
In a 
press communiqué, the Bundesbank stated that the 
Central Bank Council was led to its decision primarily 
by its belief that the increasing signs of strain in eco- 
nomic development, and particularly on the labor 
market, required that demand—which now exceeds 
production capacity in many instances—should be 
slowed down by measures of credit policy. The Coun- 
cil’s opinion was that it would be better to counteract 
in time, through effective measures, the tendencies 
toward excessive economic activity, rather than to wait 


average of 10 per cent, effective November 1. 


and allow forces to rise which could lead to dangerous 
developments in the wage and price sectors and, later, 
to a decline in economic activity. The more effective 
the counteracting measures now undertaken, the earlier 
will economic conditions return to normal. The Cen- 
tral Bank Council further agreed that a federal loan 
of DM 250 million shall be issued in mid-November; 
its conditions will conform to the market situation. 
Negotiations with the federal loan syndicate concerning 
the terms of issue will be started immediately. 

Also, as of October 23, the discount rates at which 
the Bundesbank sells short-term paper were increased: 
The rates for Treasury bills of the Federal Republic and 
the Federal Railways were raised by 1 per cent; there- 
fore, the rate for 30-59 day maturities is now 342 per 
cent and that for 60-90 days is 35% per cent. For Treas- 
ury bonds of the Federal Republic, the Federal Rail- 
ways, and the Federal Post Office with maturities of “2 
and I year, the rate was raised by | per cent, to 3% per 
cent and 4% per cent, respectively; for those with 
maturities of 1% years and 2 years, the increase was 
Ys per cent, to 4% per cent and 4% per cent, respec- 
tively. The rate for Storage Agency bills was increased 
by 1 per cent; therefore, the rate for 30-59 day maturi- 
ties is now 35% per cent, and that for 60-90 day maturi- 
ties is 354 per cent. 

Source: Deutsche Bundesbank, Ausziige aus Presse- 
artikeln, Frankfurt am Main, Germany, Octo- 
ber 23, 1959. 


Middle East 


Foreign Exchange Regulations in Egypt (U.A.R.) 

In line with recent changes in Egypt’s commercial 
policy (see this News Survey, Vol. XII, p. 93), new 
regulations on foreign exchange payments and receipts 
have been issued. Effective September 1, unless other- 
wise stated, a premium of 27.5 per cent will be charged 
on all payments (for both “visible” and “invisible” 
items) in free foreign exchange (listed as U.S. dollars, 
Canadian dollars, and Western European externally 
convertible currencies). Exempt from the premium 
are payments for the following: import requirements of 
Egyptian airlines; banking commissions and charges; 
remittances by shipping, aviation, and insurance com- 
panies; governmental insurance and pension premiums; 
authorized transfers from salaries of foreigners employed 
by the Government; consular receipts; travel tickets sold 
in the Egyptian Region by agents of foreign companies; 
transfers relating to ship and plane fueling; interest on 
government bonds; value of Egyptian banknotes sent 
by foreign banks and obtained by the latter as a result 
of purchases from Egyptian travelers within the pre- 
scribed limits; and education allowances up to LE 60 
per month. 

Upon the surrender of proceeds in free foreign 
exchange, exporters will be granted the following 
premiums: on export proceeds of cotton (raw, yarn, and 
textiles) and silk (yarn and textiles), a premium of 
29.87 per cent (equivalent to a discount of 23 per 
cent on the Egyptian pound) for the period Septem- 
ber 1-6, 1959 and a premium of 29.03 per cent there- 
after (discount of 22.5 per cent); on proceeds of all 
other exports, a premium of 17.5 per cent, with the 
exception of proceeds of petroleum and products, 
cement, rice, onions, potatoes, groundnuts, flowers, 
vegetables, and fruits, on which no premium will be 
granted. On proceeds of “invisibles,” with the excep- 
tion of the “invisible” items listed above among pay- 
ments, a premium of 27.5 per cent will be granted. 

Banks will open “premium accounts” to which col- 
lections and payments on account of premiums will be 
At the end of each week, the 
totals credited and debited to a “premium account” 
during the week will be transferred to the National 
Bank of Egypt, 
Account—profits on foreign exchange operations.” 


credited and debited. 


to be entered into the “Treasury 


Source: Al Ahram, Cairo, Egypt, September 17, 1959. 


Date Production and Exports of Iraq 

The 1959 date crop in Iraq is 330,000 tons, com- 
pared with 470,000 tons in 1958. However, because of 
a large carry-over, the amount available for export is 
expected to be almost as large as in 1958. Arrange- 
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ments have been made to ship 18,000 tons to the 
United States, 12,000 tons to the U.S.S.R., 5,500 tons 
to Canada, 6,000 tons to the United Kingdom, and 
5,500 tons to Australia and New Zealand. A recent 
trade mission to the Far East negotiated large sales in 
India, Pakistan, Burma, Indonesia, and Ceylon. 

Source: Middle East Economic Digest, London, Eng- 

land, October 16, 1959. 


Far East 
New Tariff Schedule in Cambodia 


Cambodia has formally abolished the tariff structure 
that had been established under French administration 
and replaced it with a new tariff, effective August 17. 
The new tariff lists minimum and maximum rates. The 
minimum rates apply to imports originating in the 
United States, the French Union, and most other mem- 
bers of the General Agreement on Tariffs and Trade 
(GATT), as well as to imports from countries that 
have negotiated most-favored-nation agreements with 
Cambodia. The maximum rates, which are three times 
the minimum rates, apply to goods originating in all 
other countries, including Japan. 

Commodity classifications follow the Brussels nom- 
enclature, and ad valorem rates are applied on a c.i.f. 
basis. The statistical tax and other surtaxes are abol- 
ished, but excise taxes and all other taxes and fees 
levied by the Customs Office remain in force. The new 
tariff does not yet apply to countries which are members 
of the GATT; it will be the subject of negotiations 
within the GATT framework. Pending the conclusion 
of such negotiations, goods originating in countries 
which are Contracting Parties to the GATT will con- 
tinue to be admitted under the rates of Schedule IX, 
Section H, of the Indo-Chinese Section of the French 
Schedule. Preferential duty treatment for goods orig- 
inating in the French Union will continue to apply 
unde: the new tariff. 

Source: Department of Commerce, Foreign Commerce 
Weekly, Washington, D.C., September 21, 
1959. 


Viet-Nam's Land Development Program 

The National Land Development Congress of Viet- 
Nam, which met in Saigon during the last week of 
September, reviewed the progress in land development 
during the last three years. The basic purposes of the 
land development program are the resettlement of part 
of the refugees from North Viet-Nam and of farmers 
from the densely populated plains along the east coast 
of Viet-Nam, and the development of the High Plateaus 
through the introduction of industrial crops. The 
results thus far have been satisfactory. Some 84 land 
development centers have been created and have 


received a total of 128,374 settlers, including 90,436 
refugees from North Viet-Nam. The settlers have built 
21,876 houses, cleared 9,116 hectares of forest land, 
and tilled 50,654 hectares, of which 22,545 hectares 
were devoted to paddy, 5,993 to other food crops, 
756 to fruit trees, 2,600 to kenaf trees, 800 to ramie, 
and 500 to rubber. These centers are self-contained 
communities, complete with schools, market places, and 
hospitals. These accomplishments constitute initial 
steps toward a longer range development program 
aimed at diversifying the country’s agriculture. 

Source: The Times of Viet-Nam, Saigon, Viet-Nam, 

October 3, 1959. 


Effects of Typhoon in Korea 

The damage caused by the typhoon in the southern 
coastal areas of Korea in the last week of September 
is estimated at 87.2 billion hwan. It is reported that 
$78 million in foreign currency plus 45 billion hwan 
will be required to repair the damage; this includes the 
cost of rebuilding 36,835 homes. The Ministry of 
Finance has apportioned to various government agencies 
the 2 billion hwan in typhoon relief funds raised 
through the Administration’s contingent fiscal author- 
ity. The money is part of the 4.4 billion hwan of total 
financial resources earmarked for the emergency relief 
plan. In addition, the Combined Economic Board, 
United Nations Command, agreed on September 29 to 
propose the release of 550 million hwan from the 
counterpart funds to finance the recovery. According 
to the press, the Ministry of Finance has asked various 
government agencies to submit plans for readjusting, 
if necessary, the existing national budget for the fiscal 
year 1959, to expedite the needed repairs. 

Despite the damage caused by the typhoons and 
floods, the Ministry of Agriculture and Forestry esti- 
mated, as of October 5, that this year’s rice crop would 
amount to 84 million bushels, the largest crop since 
1945 and a 2 per cent increase over last year’s bumper 
crop. Nevertheless, it is 1.4 per cent short of the goal 
for rice production set in the current five-year plan. 
Sources: The Korean Republic, Seoul, Korea, Septem- 

ber 26, 29, and 30, and October 6, 1959. 


United States and Canada 
U.S. Tariff on Steel Flatware 


New tariff restrictions have been imposed on imports 
of stainless steel flatware from Japan into the United 
States. The action was taken as a result of a Tariff 
Commission decision that such imports were injuring 
U.S. producers. The rate of 17 per cent ad valorem 
for imports of up to 5.8 million dozen pieces per year 
will be continued; but for imports in excess of this 
amount, new rates, ranging from 60 to 67¥2 per cent, 
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will be applied. The Japanese Government had pre- 
viously agreed to limit exports to 5.8 million dozen 
pieces. This limit has been exceeded, however, owing 
to transshipments of Japanese flatware from other mar- 
kets to the United States. 


Source: The Journal of Commerce, New York, N.Y., 
October 22, 1959. 


Canada’s National Product 


The gross national product of Canada in the second 
quarter of 1959 was at an annual rate of $34.7 billion, 
an increase of 2 per cent over the rate in the first 
quarter of this year and of 7 per cent over the rate in 
the second quarter of 1958. Although prices were a 
little higher than in the first quarter, the gain was due 
largely to an increase in the volume of production. 

Business outlays for new plant and equipment con- 
tributed substantially to the rise in gross national prod- 
uct during the second quarter; reversing their two-year 
declining trend, they rose 5 per cent above outlays in 
the first quarter (on a seasonally adjusted basis). When 
compared with the second quarter of 1958, however, 
expenditures on business construction fell slightly, while 
outlays on machinery and equipment rose by 10 per 
cent. Outlays for new housing, continuing the decline 
of the first quarter, were about 7 per cent lower than 
in the second quarter of last year. Personal and govern- 
ment expenditures on goods and services continued to 
rise, but consumer spending advanced more slowly than 
in earlier quarters and was only | per cent above that 
in the first quarter. Partly as a result of special factors, 
exports of goods and services, which had been reduced 
in the first quarter of 1959, rose rapidly in the second 
quarter. Exports increased more than imports between 
the two periods; the improvement in exports accounted 
for about one half of the total increase in gross national 
product. This was in contrast to developments earlier 
in the period of recovery when, by relatively greater 
increases in imports, part of the growing strength in 
domestic demand was shifted to foreign markets. Inven- 
tory accumulation in the second quarter continued at 
about the same rate as in the first quarter. After the 
heavy liquidation of business inventories in 1958, the 
switch to a net accumulation in terms of new demands 
on production amounted to $600 million between the 
second quarters of 1958 and 1959. 

Personal income during the second quarter of 1959 
and over the past year grew at about the same rate as 
gross national product, with most of the rise related to 
productive sources; in the year ended at mid-1958, in 
contrast, transfer payments had accounted for almost 
half of the increase in personal income. While corpora- 
tion profits advanced 23 per cent between the second 
quarter of 1958 and the second quarter of 1959, the 


growth in personal income from interest, dividends, 
and rents was little more than 6 per cent; labor income 
rose by 8 per cent. Disposable income advanced less 
rapidly than personal income, as payments of direct 
personal taxes absorbed an increasing share of the 
income flow. At the same time, the rate of personal 
saving continued to advance; it averaged 7.8 per cent 
of disposable income in the first half of 1959, compared 
with 7.4 per cent in the first half of 1958. 
Source: Dominion Bureau of Statistics, National Ac- 
counts, Income and Expenditure, Second 
Quarter 1959, Ottawa, Canada. 


Latin America 
Brazil's Free Exchange Market 


After July 1, when the proceeds of Brazilian exports 
of raw cotton, sugar, and Brazil nuts were transferred 
to the free exchange market, the margin between the 
free market rate and the general category auction rate 
became considerably smaller. Importers were allowed 
to pay freight and insurance costs through the free 
market, previously used mainly for remittances of 
profits by foreign investors. 

The cost of living in Brazil rose by 17 per cent 
during the first five months of 1959, and under infla- 
tionary pressure, the free market exchange rate, which 
had improved from Cr$147 per U.S. dollar in mid- 
January to Cr$130 at the end of May, fell to Cr$153 by 
the end of August. At the end of September it was 
expected that some additional export proceeds would 
be transferred to the free market, and when these trans- 
fers were not made, the free market exchange rate fell 
further, to Cr$170. 

Sources: The Chase Manhattan Bank, Latin-American 
Business Highlights, New York, N.Y., Third 
Quarter 1959; Neue Ziircher Zeitung, Ziirich, 
Switzerland, October 2, 1959. 


Economic Developments in Chile 
Chile’s gold and foreign exchange reserves increased 
from $59 million at the end of 1958 to $109 million 
at the end of July 1959; this was due in part to a 
strengthening of the copper market. A large number 
of foreign firms, German, U.S., and Japanese, have 
recently had their Chilean investment plans approved 
under the Investment Law of 1954. Production of 
nitrates has continued to decline, but iron ore exports 
increased by 25 per cent in the first four months of 
1959. The Chilean money supply increased at an 
annual rate of 36 per cent in the first half of 1959, and 
prices rose at the rate of 48 per cent per annum. 
Source: The Chase Manhattan Bank, Latin-American 
Business Highlights, New York, N.Y., Third 
Quarter 1959. 
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Other Countries 


Overseas Investment in Australia 

The U.K. position as the principal source of private 
overseas investment in Australia (see this News Sur- 
vey, Vol. XII, p. 24) was maintained during 1957-58, 
according to figures released by the Australian Com- 
monwealth Statistician. In that year, about 60 per cent 
of the capital inflow to Australia was from the United 
Kingdom and 26 per cent from the United States. 
About four fifths of the U.S. investment was accounted 
for by retention of profits in Australia. In'recent years, 
retained profits from investments in Australia have rep- 
resented an increasingly important proportion of over- 
all capital inflow. 

The cost to Australia of servicing overseas debt has 
grown fairly steadily; in 1957-58 it reached about 
£A 44 million. Of this amount, £A 23.5 million was 
on account of U.K. investment and £A 16.8 million for 
U.S. investors. In the 11 years to June 1958, payments 
by Australia on dollar investments totaled £A 82.6 
million, or about £A 2 million more than the supply of 
“new money.” 

The Minister for Trade said recently that principals 
of some overseas companies prohibited their Australian 
subsidiaries from importing except from limited over- 
seas markets. He said that when companies sought 
import licenses to enable the establishment of a new 
company or the expansion of an existing company, the 
Government would ask whether there would be any 
restriction on franchise. By this means, arrangements 
are negotiated which obviate a restrictive franchise. 
Sources: The Financial Times, London, England, Octo- 

ber 8, 1959; Australian Financial Review, 

Sydney, Australia, October 8, 1959; The 

Journal of Commerce, New York, N-.Y., 
October 14, 1959. 


Economic Developments in New Zealand 

Monetary and fiscal policies have worked in harmony 
over the past year to exert a steadying influence on 
New Zealand’s economy; but, although there has been 
an improvement in exports of dairy products, owing 
largely to an unusually dry summer in Europe, the 
general trend in overseas markets for New Zealand’s 
primary products does not suggest any spectacular 
improvement in export earnings. 

Applications to the Capital Issues Committee for 
permission to raise new finance in the first quarter of 
1959 totaled £2.6 million, or littke more than three 
fourths of the low amount sought in the March quarter 
of 1958. Building permits for commercial and indus- 
trial buildings in the larger centers fell from £8.9 
million in the first four months of 1958 to £4.9 million 
in the first four months of 1959. 


The immediate record of production has, however, 
been satisfactory. In the season now concluding, pro- 
duction of primary industries reached a new high. Sec- 
ondary production also increased as manufacturers met 
demands created by the exclusion of overseas supplies, 
as a result of import licensing. In the year ended April, 
the labor force increased by 15,300. The new recruits 
were absorbed without undue difficulty but, as a result, 
notified vacancies fell by more than 3,000 in the year 
ended May. Unemployment, which had fallen to a 
seasonal low of 713 persons last December, rose to 
1,656 by the end of July and was 560 greater than at 
the end of July 1958. 

Most of the restraints imposed to curb demand and 
to protect the balance of payments are still in force. 
However, controls over hire purchase for all goods 
except motor vehicles have been lifted, and some relax- 
ation of import licensing for 1960 has been announced 
(see this News Survey, Vol. XII, p. 131). The Capital 
Issues Committee has been, if anything, even more 
selective in its approvals than is normal, and the banks 
have been required to maintain 
policies. 


restrictive lending 


Source: Bank of New South Wales, Review, Sydney, 
Australia, August 1959. 


South Africa's Gold Market 


The London bullion brokers, Samuel Montagu and 
Co. and Mocatta and Goldsmid, have, together with 
Union Acceptances of Johannesburg, formed a new 
bullion company, Bullion Merchants of South Africa, 
Ltd., which will be able to deal in the two forms of 
bar gold permitted by the South African authorities, 
and the gold certificates issued by Samuel Montagu, 
the Bank of Nova Scotia, the Deutsche Bank, and 
Union Acceptances (see this News Survey, Vol. XII, 
p. 133). 


Source: The Times, London, England, October 19, 
1959. 


International Financial News Survey, written by mem- 
bers of the staff of the Fund, is based on material 
published in newspapers, periodicals, official documents, 
and other publications as cited at the end of each note. 
Explanatory material may be added, but no Fund 
editorial comment or opinion. Therefore any views 
expressed are taken from the sources quoted and are not 
necessarily those of the Fund. 

The News Survey is published weekly, except in the 
Christmas and New Year weeks. It may be obtained free 
of charge by applying to 
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